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l OATHOR AFFIRLMATION

i DA ‘/ Z ) S ZM A/ , swear (or affirm) that, to the best of
Y

knowledge a and belief the accompanying financial stat=ment and supporting schedules pertaining to the firm of

Ramat Securities, Ltd., . . , s 25
‘f December 31 : : ‘ , 20 04 . ., are true and correct. I further swear (or affirm) that -
either the company nor any partner, propnetor prmc1pa1 ofﬁcar or duector has any proprietary interest in any account

cla351ﬁed solely as that of a customer, except as follows

o ‘ | , Co <,
|

Noah R. Frient T;ﬂe
K ) Notary Public, State of Ohio
. My Commission Expires 9/29/07

otary Public

This report ** contains (check all applicable boxes):
(a) Facing Fage.
E (b) Statement of Financial Condition.
(c) Statement of Income (Loss).
(d) Statement of Changes in Financial Condition.
é (e) Statement of Changes in Stockholders® Equity or Partners’ or Sole Propnetors Capital:
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors. )
K (g) Computation of Net Capital. .
E (h) Computation for Determination of Reserve Requn-ements Pursuant to Rule 15¢3-3.
@K (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
(j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
l] ) A Reconciliation betweer the audited and unaudlted Statements of Fmanc1al Condition with resp ect to methods of
consolidation.
& (I) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
E (n) Areportdescribing any materialinadequacies foundto exist or found to hava emted since the date ofthe previous audn.

‘*1' or conditions ofcanﬁdennal zreatmenr ofcerrazn portions ofthzsﬁlmg, see section 240 17a-3 (e)(3)
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Certified Public Accountants

MEMBERS
RAMAT SECURITIES, LTD.

Independent Auditors' Report

We have audited the accompanying statement of financial condition of Ramat Securities,
Ltd. as of December 31, 2004, and the related statements of income, changes in members’ equity
and cash flows for the year then ended that you are filing pursuant to Rule 17a-5 under the
Securities Exchange Act of 1934. These financial statements are the responsibility of the
Company's management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

in our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Ramat Securities, Ltd. as of December 31, 2004, and the results
of its operations and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedules |, Il, and Il is presented for
purposes of additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by Rule 17a-5 under the Securities Exchange Act of 1934.
Such information has been subjected to the auditing procedures applied in our audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the

basic financial statements taken as a whole.
Cebau M QC‘-‘M‘Z/

January 18, 2005
Westlake, Ohio

y‘ an independent member of
BAKER TILLY ' S'i“;f.“llf

nno a(lon

INTERNATIONAL Registered with the Public Company Accounting Oversight Board and Fun



RAMAT SECURITIES, LTD.

PAGE 3
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2004
ASSETS
Cash and cash equivalents $ 2,314,706
Dividends receivable 289,146
Interest receivable 662,208
Marketable securities owned at fair market value 177,759,074
Furniture and equipment — At cost — Less accumulated
depreciation of $22,410 5,158
181,030,292
LIABILITIES AND MEMBERS’ EQUITY
LIABILITIES
Payable to clearing broker $ 31,119,362
Securities sold but not yet purchased, at market value 14,340,291
Loan payable — Mortgage-backed securities 86,812,000
132,271,653
MEMBERS' EQUITY 48,758,639

The accompanying notes are an integral part of these statements.

$181,030,292
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STATEMENT OF INCOME

YEAR ENDED DECEMBER 31, 2004

REVENUES

Trading income | $ 17,634,273
Interest and dividend income 7,605,522
Other income 440,683
25,580,478

EXPENSES :
Interest 1,614,294
Clearing charges and communications 180,777
Professional fees 89,489
Depreciation : 4,383
Other operating expenses : 239,038
‘ 2,127,981
NET INCOME ' $ 23,452,497

The accompanying notes are an integral part of these statements.
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STATEMENT OF CHANGES IN MEMBERS' EQUITY
YEAR ENDED DECEMBER 31, 2004
BALANCE — JANUARY 1, 2004 $ 28,525,142
DISTRIBUTIONS (3,219,000)
NET INCOME 23,452,497
BALANCE ~ DECEMBER 31, 2004 $ 48,758,639

The accompanying notes are an integral part of these statements.
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STATEMENT OF CASH FLOWS .

YEAR ENDED DECEMBER 31, 2004

CASH FLOW USED IN OPERATING ACTIVITIES

Net income $ 23,452,497
Adjustments to reconcile net income to net cash
used in operating activites
Depreciation 4,383
Increase (decrease) in cash resuiting from changes in
operating assets and liabilities
Dividends receivable (190,115)
Interest receivable (385,202)
Securities owned - Net (119,346,089)
Payable to clearing broker 7,323,490
Securities sold short - Net 7,856,392

Net cash used in operating activities

CASH FLOW USED IN FINANCING ACTIVITIES

(81.284,644)

Distributions to members (3,219,000)

Borrowings on loan payable — Net 86,812,000

Net cash flow provided from financing activities 83,593,000
NET INCREASE IN CASH AND CASH EQUIVALENTS 2,308,356
CASH AND CASH EQUIVALENTS — BEGINNING OF YEAR 6,350
CASH AND CASH EQUIVALENTS — END OF YEAR $ 2,314,706
SUPPLEMENTAL CASH FLOW DISCLOSURE

interest paid $ 1,394,589

The accompanying notes are an integral part of these statements.
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NOTES TO THE FINANCIAL STATEMENTS

1. ORGANIZATION

Ramat Securities, Ltd. (the Company) was formed as a limited liability company under the
laws of the State of Ohio on November 22, 1994. The Company shall continue for thirty
(30) years unless sooner terminated in accordance with its operating agreement. The
Company is registered with the Securities and Exchange Commission (SEC) and is a
member of the National Association of Securities Dealers, Inc. (NASD), as a broker-
dealer. The Company is involved in the trading of fixed income securities, equity
securities, options, and mortgage-backed securities.

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents

At times during the year, the Company may maintain cash accounts with financial
institutions in excess of the Federal Deposit Insurance Corporation insurance. The
Company considers financial instruments with a maturity of less than 90 days to be cash
equivalents.

Securities Transactions

Securities and commodities transactions are recorded on a trade-date basis as securities
transactions occur. Marketable securities are valued at market value. The resulting
difference between cost and market is included in income.

Premiums and unrealized gains and losses for purchased option contracts are recognized
gross in the accompanying statement of financial condition.

Concentration of Credit Risk

The Company is engaged in various trading and brokerage activities in which counterparties
primarily include broker dealers and other financial institutions. In the event
counterparties do not fulfill their obligations, the Company may be exposed to risk. The
risk of default depends on the creditworthiness or issuer of the instrument. It is the
Company'’s policy to review, as necessary, the credit standing of each counterparty.

In addition, the Company has sold securities that it does not currently own, and will,
therefore, be obligated to purchase said securities at a future date. The Company has
recorded these obligations in the financial statements at market values of the related
securities and will incur a loss if the market value of the securities increases subsequent
to December 31, 2004.

Depreciation

Furniture and equipment are stated at cost less accumulated depreciation. Depreciation is
provided on a straight-line basis over five to seven years.
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NOTES TO THE FINANCIAL STATEMENTS

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Income Taxes
There is no provision for income taxes in the accompanying financial statements. The
members of this limited liability company are to include their respective share of profits
and losses in their individual and corporate tax returns.

Accounting Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.

3. SECURITIES OWNED AND SECURITIES SOLD BUT NOT YET PURCHASED

At December 31, 2004, marketable securities owned and securities sold but not yet
purchased consist of trading securities at quoted market values, as illustrated below:

Sold But Not
Owned Yet Purchased
Mortgage-backed securities $ 91,779,885
Corporate bonds 17,002,205
Corporate stocks 68,519,130 $ 14,340,291
Options, warrants, and other 457,854

$177,759,074 $ 14,340,291

The Company owned mortgage-backed securities valued at $91,779,885 as of December
31, 2004, which earned interest during 2004 at a rate of approximately 4%, net of
premium amortization. These mortgage-backed securities were pledged under reverse
repo financings presented as loan ~ payable — mortgage backed securities on the
statement of financial position totaling $86,812,000 with their clearing broker with interest
being charged at various rates between 2.38% to 2.40% and maturing within six months.

4. PAYABLE TO CLEARING BROKER

The payable to clearing broker is for the Company’s transactions and is collateralized by
securities owned by the Company.




RAMAT SECURITIES, LTD.

NOTES TO THE FINANCIAL STATEMENTS

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
(Rule 15¢3-1), which requires the maintenance of minimum net capital and requires that
the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to
1. At December 31, 2004, the Company had net capital of $30,018,787, which was
$21,196,268 in excess of its required net capital of $8,822,519.

In addition to the minimum net capital provision, Rule 15¢3-1 requires that the Company
maintain a ratio of aggregate indebtedness, as defined, to net capital, of not more than
15t0 1. At December 31, 2004, the ratio was 4.4 to 1.

LEASES

The Company leases the property used for its business location for sixty-four (64) months
starting March 1, 2002, through June 30, 2007, for $2,779 per month.

Future minimum lease commitments are as follows:

2005 $ 30,954
2006 30,954
2007 16,477

$ 77,385

RELATED PARTY TRANSACTIONS

During 2004, the Company paid consulting fees to a firm which is wholly-owned by a
member. Fees paid for the year ended December 31, 2004, for services rendered
totaled $12,000.

EXEMPTION FROM RULE 15¢3-3

The Company acts as an introducing broker or dealer, promptly transmitting all funds and
delivering all securities received in connection with its activities as a broker or dealer and
does not otherwise hold funds or securities for or owe money or securities to customers.
The Company operates under Section (k)(2)(ii) of Rule 15¢3-3 of the Securities
Exchange Act of 1934 and is, therefore, exempt from the requirements of Rule 15¢3-3.

PAGE 9



SUPPLEMENTAL INFORMATION

PURSUANT TO RULE 17a-5 OF THE
SECURITIES EXCHANGE ACT OF 1934

DECEMBER 31, 2004
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SCHEDULE | - COMPUTATION OF NET CAPITAL
AND RECONCILIATION OF THE COMPUTATION OF NET CAPITAL
PURSUANT TO RULE 15¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2004

NET CAPITAL : _
Total shareholders’ equity from statement of financial conditio ‘$ 48,758,639
Less: Non-allowable assets
Furniture and equipment — Net ' (5,158)
NET CAPITAL BEFORE HAIRCUTS ON SECURITIES .. 48,753,481
Haircuts on securities : (18,734,694)
NET CAPITAL . _ $ 30,018,787

AGGREGATE INDEBTEDNESS:
Payable to clearing broker, securities sold but not yet purchased, and
loan payable — mortgage-backed securities $ 132,271,653

COMPUTATION OF NET CAPITAL REQUIREMENTS:
Greater of net minimum capital requirements of $100,000 or

6 2/3% of total aggregate indebtedness $ 8822519
EXCESS NET CAPITAL $ 21,196,268
RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL 4.4 101

A reconciliation of the computation of net capital under Rule 15¢3-1 as included in the Company’s unaudited
Form X-17a-5 as of December 31, 2004 filed with the Securities'and Exchange Commission and the amount
included in the above computation follows:

December 31,

2004
Net capital, as reported in Company’s Form X-17a-5, Part lIA $ 30,772,104
Accrued income earned on mortgage-backed securities 386,877
Accrued interest expense on loan payable on mortgage-backed securities (219,705)
. Additional haircuts on securities (920,489)
Net capital, as reported above § 30,018,787
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SCHEDULES It AND Il - COMPUTATION FOR
DETERMINATION OF RESERVE REQUIREMENTS AND
INFORMATION RELATING TO POSSESSION OR CONTROL
REQUIREMENTS PURSUANT TO RULE 15¢3-3 OF THE
SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2004

The Company is not required to present the schedules "Computation for Determination of Reserve
Requirements Under Rule 15¢3-3" and "Information for Possession or Control Requirements Under
Rule 15¢3-3" as it meets the exemptive provisions of Rule 15¢3-3, under Section (k)(2)(ii) of the Rule.
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MEMBERS
RAMAT SECURITIES, LTD.

Independent Auditors’ Report on Internal Control
Required by SEC Rule 17a-5

In planning and performing our audit of the financial statements and supplemental schedules
of Ramat Securities, Ltd. (the Company) for the year ended December 31, 2004, we considered
its internal control, including control activities for safeguarding securities, in order to determine our
auditing procedures for the purpose of expressing our opinion on the financial statements and not
to provide assurance on internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC),
we have made a study of the practices and procedures followed by the Company including tests
of such practices and procedures that we considered relevant to the objectives stated in rule 17a-
5(g) in making the periodic computations of aggregate indebtedness (or aggregate debits) and net
capital under Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of
rule 15¢3-3. Because the Company does not carry securities accounts for customers or perform
custodial functions relating to customer securities, we did not review the practices and procedures
followed by the Company in any of the following:

1. Making the quarterly securities examinations, counts, verifications, and comparisons.
2.  Recordation of differences required by Rule 17a-13.

3. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC’s above-mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable but not absolute assurance

' . ‘ Cohen McCurdy, Ltd. , 440.835.8500
COhen ‘ ' ‘ "~ 826 Westpoint Pkwy., Suite 1250 440‘.835.1093 fax

that assets for which the Company has responsibility are safeguarded against loss from .

unauthorized use or disposition and that transactions are executed in accordance with
management's authorization and recorded properly to permit preparation of financial statements in
conformity with accounting principles generally accepted in the United States of America. Rule
17a-5(g) lists additional objectives of the practices and procedures listed in the preceding
paragraph.

an independent member of

BAKER TILLY

INTERNATIONAL Registered with the Public Company Accounting Oversight Board

Service Ilf
ualit

nno atlon
and



Because of inherent limitations in internal control or the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them to
future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

Our consideration of internal. control would not necessarily disclose all matters in internal
control that might be material weaknesses under standards established by the American Institute
of Certified Public Accountants. A material weakness is a condition in which the design or
operation of the specific internal control components does not reduce to a relatively low level the
risk that error or fraud in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees. in the normal
course of performing their assigned functions. However, we noted no matters involving internal
control, including control activities for safeguarding securities, that we con3|der to be material
weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in
the second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company’s practices and procedures were adequate at December 31, 2004, to meet the SEC’s
objectives.

This report is intended solely for the information and use of the members, management, the
SEC, and other regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange Act
of 1934 in their regulation of registered brokers and dealers and is not intended to be and should
not be used by anyone other than those specified parties.

(Db MQW

January 18, 2005
Westlake, Ohio




